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Nebraska Farm Real Estate Market Developments 2000 - 2001
Summary
Despite turbulent economic conditions in the state's agricultural sector, Nebraska's agricultural
land values and cash rent levels remain on a generally stable course. ln the February 2001 INL
Nebraska Farm Real Estate Developments Survey, the all-land average of $709 per acre was up
i.5 percent from year-earlier levels. Together with all-land average changes of the previous two
years, the 2001 ievel is essentially unchanged from early 1998 value ievels.
While the overall value level has been steady, the "choppiness of economic waters" is reflected
in modest value movements in both directions across various land tlpes and regions of the state.
As expected, the state's cropland classes experienced reiatively small value changes 
- 
a clear
reflection of persistently low crop prices and income shortfalls buffered in part by major dollar
transfusions from federal farm commodity programs. Had it not been for the latter, cropland
values, in all likelihood, would have moved downward significantly.
ln contrast, a profitable cattle economy helped to fuel some value increases of 4 to 6 percent for
the grazing and forage land classes. This strength was particularly evident in the major range
areas of the state where livestock represents a significant component of the agricultural economy.
ln many areas of the state, the 2001 values for these land classes represent historical highs - quite
different from the various cropland classes where historical value highs were recorded 20 years
previously.
According to tlil- reporters, major factors contributing upward strength to agriculrural land
values in early 200i rvere: purchases for fann expansion; "1031" tax exchanges; non-farmer
investor interest; and federal farm program polic1'. Major factors dampering the market and
contributing to downward pressures on values, according to LNL survey reporters, were:
properfy taxes and current crop prices.
Based on actual sales occurring during the year 2000, active farmers accounted for 75 percent of
the purchases of agricultural parcels; the vast majority being for expanding the acreage base of
existing operations. In contrast, active farmers only represented a small portion of the seller side
of the market in 2000.
Similar to recent years, nearly half of the sales in the year 2000 were cash purchases with no debt
financing involved 
- 
despite the fact that the dollar value of these acquisitions averaged more
than $200,000 per parcel in every region of the state.
The general steadiness of values over recent months is reflected in the cash rental market as well.
For cropland classes, the 2001 per-acre cash rental rates are generally similar to those of the past
few years. Some modest movements, both upward and downward, can be observed without a
discernible directional trend. Demand for cropland to cash rent remains strong and, therefore
2001 rents were not negotiated downward, despite the fact that tenants are facing higher input
costs and reduced federal farm program payments in 2001.
Demand for forage land remain strong in 2001, which has kept pasture rental rates at historical
highs.
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Nebraska Farm Real Estate Market Developments 2000-2001
Introduction
Nebraska's agricultural land base is considerable, being comprised of more than 45 million acres
of iand in farms and ranches according to the most recent 1997 Census of Agriculture. Currently,
it's total estimated market value is more than $32 billion (See Appendix Table1). There is much
diversity to this base as one moves across the state, reflecting major differences in soils and
climatic features u,hich, in tum, affect agricultural productivity and the various non-agricultural
uses. The result is a virrual collage of hundreds of local agricultural land markets, each having
unique land value levels and market characteristics.
For the past 24 )'ears. the LTItrL Department of Agricultural Economics has been monitoring and
reporting on a*o:rculturai reai estate market conditions and trends across the dtate. In addition to
secondary data sources, it emplo1's an annual February 1" survey of a panel of nearly 150
reporters from across the state. The reporcers are real estate professionals, many of whom are
agriculrural appraisers and,or professional fann manasers. On the basis of their first-hand,
professional observations of land markets in their eeograpluc areas, a realistic perspective of
market conditions and trends can be obtarned.
Members of the reporter panel provide their "point-il-time" estrmates of market values for the
various classes of agricultural land in their respective localities. These estimates are then
aggregated into averages and ranges for each of the eight agriculrural statistics areas of the state.
For the land value estimates, these sub-state average values are then aggregated to the state 1evel
using an acreage weighting procedure to arrive at all-state estimates. These estimates provide
valuable measures of dollar and percentage changes over time as well as cross-sectional ana11'sis
of differences across the various land types and/or sub-state regions. The end result is a definitive
basis for understanding the general market pattems and trends in the state. The historical series
for values going back to 1978 xe included in the appendix of this report.
The reporter panel also provides detailed information on actual representative sales of
agricultural land which have occurred over the previous i2 months. On the basis of this detail of
actual transactions, reliable insight into the nature of market participation, financing, and sales
parcels can be gained.
As part of the annual survey process, the reporter panel members also provide detailed
information on area cash rental rates for the various classes of agricultural land. ln any given
year, more than 40 percent of this state's agricultural land base is leased from owners by tenant
operators, with nearly half of the cropland and essentially all of the grazing land being leased on
a cash rent arrangement (the alternative is a crop or livestock share arrangement). As a
consequence, the level and trends of cash rental rates for agricultural land figure heavily into the
economy of the agricultural sector. Data provided by the reporter panel give important
perspective into current-year cash rent leveis as well as the relationship of rental rate levels to the
associated value of the land. The historical pattern of cash rents going back to 1981 are also




Land Value Trends Over The Past Ten Years
Before focusing upon the more recent trends in the agricuiturai land values, it is vaiuable to set
the context of a somewhat longer historical perspective. What has transpired over the past t0
years? As noted in Figure 1, the average value of Nebraska's agricultural land has risen in all but
one of those years. The annual increases have ranged from a modest 1 .1 percent for the year
ending February 1", 1999 to a high of 8.6 percent for the year ending February 1", 1998 (see
Appendix Table 4 for the complete value series). For the 10-,vear penod the total percentage
increase for the state all-land nominal average value was 39.0 percent. u.hich represents an
annual compound average rate of increase of 3.37 percent. Hou'ever. after adjusting for general
inflation, the real (purchasing power) increase over the 1O-year penod is about 17 percent,
averaging 1.50 percent annually (see Appendix Table 3 for the nominal and deflated land value
series).
It is also interesting to note from
Appendix Table 3 that the February i",
2001 average all-land nominal value is 95
percent of the previous h^rstorical high set
20 years earlier in i 9S 1: u.hile in real
value terms, the l[tOi value is just 50
percent of the histoicai hrgh set in 1981.
It is apparent from these lonqer-run trends
that the market tbr agriculrwal real estate
has exhibited relativelr. stable value
conditions for some time- g'ith annual
value changes often berng far less than
recent daily changes in the major U.S.
stock market indices. Particularly over the
past three years. the vaiue movements
have been relative,r'muted: *'ith the
February 1" 2001 a1l-lard average for the
state being essentiall]'identical to the
level recorded in earil' 1998. \ hile some
differences in percentage change over this
time period can be observed across the basic land classes as well as areas of the state. the changes
have tended to be rather marginal in both directions.
This relative stability of agricultural land values ironically may well be the most significant story
about the market, primarily because this stability has occurred during a period of extremely
stressful economic conditions within the agricultural sector. Chronically-1o*' crop commodity
prices, surging costs of key production inputs, weather-stressed yield short-falls, turbulent
livestock cycles, politically-volatile farm program palments-these all have contributed to a
level of economic uncertainty of potentially unparalleled proportions for agricultural producers.
Net farm income levels the past few years have fallen far short of previous 10-year averages. Yet,
at this juncture, the agricultural land market has not factored this economic uncertainty into any
Figure 1: Nebraska Farmland Values: Annual
Percentage Change in the State, All-Land
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discemible downward value movement. However, it remains to be seen how long current levels
are sustainable without any significant improvement in economic conditions in the agricultural
sector.
2001 Land Value Patterns and Trends
For the l2-month period ending February 1*, 2000, Nebraska's agricultural land values advanced
an average of 1.6 percent, with the state all-land average value being $709 per acre (Figure 3 and
Table 1). This modest overall adjustment suggests a rather steady course for the agricultural land
market. However, the choppiness of the "economic waters" is evident by some variations in the
value changes across the various land tlpes and sub-state areas.
Figure 2. Nebraska Agricultural Statistics Districts
Northwest
sL.t-
Figure 3. Average Value of Nebraska Farmland, February 1, 2001 and



















Agricultural Statistics DistrictType of Land
and Year
Table 1. Average Reported Value of Nebraska Farmland for Different T)pes of Land by
icultural Statistics District, Feb. 1,2000 - Feb. 1,2001."
-----DollarsPerAcre
Dryland Cropland (No Inigation Potential)
Rptd. in 2001 319 403
Rptd, in 2000 331 400
oh Change -3.6 0.8
Dryland Cropland (lrrigation Potential)
Rptd. in 2001 409








































































































Center Pivot Irrigated Croplandb
Rptd. in 2001 742






























































, SOURCE: 2000 and 2001 LINL Nebraska Farm Real Estate Market Developments sun'eys
b Vaiue of pivot not included in per acre value.
'Weighted averages.
4
Rather large differences in percentage changes for the l2-month period were observed between the
cropland and the grazinglforage land classes. While the state's cropland classes showed relatively
small percentage changes over the year, the grazing and hayland classes advanced from 4.7 to 6.3
percent. The largest class in terms of acres (nontillable grazingland) rose 5.7 percent to a state-wide
historical high of $230 per acre. A relatively profitable cattle economy over the time period
undoubtably contributed to these value advances, particularly in the major range areas of the state
where livestock represents a significant component of the agricultural economy.
The 200i average values for nontillable grazing land represent historical highs in the North,
Northeast, Central, and Southeast Districts (see Appendix Table 4). In most cases, historical highs
occurred in the early 1980s, and have been approached only in the past few years. Likewise, 2001
value averages for hayiand represent historical highs in several ofthe districts, leading to the state
hayland value of $398 per acre also being an all-time high.
As for the various cropland classes of agricultural land, gravity irrigated cropland recorded a slight
decline in value at the state level for the year ending February i", 2001. Value declines for this ciass
of cropland were reported in five of the eight districts, although the decreases were relatively
marginal. Center pivot irrigated cropland values were essentially unchanged at the state level for this
time period; although here also slight declines occurred in five of the eight districts.
Dryland cropland (with no irrigation potential) rose just over one percent for the year at the state
level, with district changes being evenly split bet'ween slight increases and slight decreases. Drought
conditions over much of the state during the 2000 crop season curtailed dryland yrelds and probably'
contributed to a fairly anemic market for this tlpe of land. Dryland cropland which has irrigation
potential faired somewhat stronger for the year, particularly in areas where drought conditions ma1
have revived some interest in irrigation development.
From a regronai perspective, some geographic differences in vaiue changes did shou'up for the 1'ear.
The Northu'est District recorded some value decreases for ali but one of its land classes: u.hich led to
a slight decline in irs all-land ar.erage r.alue. In conrrasi. rhe \onh Distnct- tueled primarill'b-v-.
advances in its grazing and halland ciasses. shos'ed an ai1-iand averase increase of 4.3 percent for the
year. Of all the districts. the \ortheast erhibited the most consistent percentage gains across its
various land classes, averagi:rg 3.5 percenl o\-er aii. A relatir-el1'good crop year in that area of the
state, coupled with its livestock-based econorn\'. led to more broad-based upward value movements
across all the land classes.
For the year ending February 1", 2001. reporters to the llNL survey continued to be somewhat
surprised at the relative strength and stabiliq'of the state's agricultural land values. Given the reasons
discussed previously, most reporters were expecting to see definite softening of value levels during
the year. As one reporter stated, "it's enigmaticr a lot of producers are just hanging on, yet land values
have remained strong". But, as many other reporters pointed out as well, the major dollar infusions
from federal farm programs have clearly heiped to maintain land asset values in the face of many
negative economic forces.
During 2000, an estimated $1.4 billion of federal farm program payments were made to the state's
agricuitural producers and land owners. This amount represented three-fourths of the state's total net
farm income for the year. The resulting effect on the land market was probably two-fold. First, the
cash infusion strengthened the financial position of existing land owners, and significantiy reduced
E rlM
the amount of land that might otherwise have been forced onto the market under financial pressure.
Secondly, the federal cash payrnents for some program participants were considerable; thereby
providing some continual interest on the demand side of the market as well-particularly by producers
of the larger operations who continue to seek add-on parcels.
Agricultural Land Value Ranges For 2001
As part of the IINL survey each year, members of the reporter panel are asked to provide their
assessment of value ranges for the various land classes across quality gradients. In addition to the
average reported values discussed previously, they provide per-acre value estimates for both low
grade and high grade land in each ofthe respective land classes. These averages and ranges for 2001
are presented in Table 2. The historical series is presented in Appendix Table 5.
ln the survey process, panel members are asked to give their opinion of value differences using their
own interpretation of what constitutes high grade land and what constitutes lou' grade land. Given
their professional expertise, their perspective of value adjustments due to qualit-r'r'ariation should be
fairly representative of the market. Moreover, their opinions should be taken to mean quality variation
in the context of agricultural land being used for its most logical agricultural purposes. Those features
of agricultural parcels which may enhance value considerably but may have linle or no impact on its
value in agricultural use are not considered in these ranges.
The value ranges in Table 2 tend to underscore the extreme variations that exist in the state's
agricultural land base. From low grade grazingland at $105 per acre in the Northrvest District to high
grade center pivot land at $2,600 per acre (pivot not included) in the East District, the state has an
eclectic land endowment far beyond what is observed in most other states.
The degree of adjustment for agricultural quality tend to vary somewhat b1' class of land (Figure 4).
The reporter panel generally observed value premiums of high grade land being 15 to 20 percent for
dryland cropland and 20 to 25 percent for grazingand hayland. For irrigated cropland, the value
premium for higher quality was more in the 15 percent range.
On the low end of the quality scale, the observed percentage value discounts u'ere somewhat greater
than the premium side for the various cropland classes. For dryland cropland the observed discounts
tended to be in the 20 to 25 percent range; while for irrigated land the value discount for poorer
quality was more in the 25 to 30 percent range.
The above implies that agricultural productivity, and, hence, agricultural income potential, remain
important determinants of market value. Market participants are cognizant of these gradations of
quality and are bidding accordingly. In any given local market, the high grade end of a particular land
"lur. *uy have a per acre 




Table 2. Average Reported Value Per Acre of Nebraska Farmland for Different Types and Grades
of Land in Nebraska bv A icultural Statistics District, F 1,2001. "
- - - Dollars Per Acre
Dryland Cropland (No Irrigation Potential)
Average 3 19 403
High Grade 365 495
Low Grade 225 310



























































































Center Pivot Irrigated Cropland b
Average '7 42 965
High Grade 890 I ,160







1 ,925 1 ,910
















' SOURCE: 2001 LINL Nebraska Farm Real Estate Market Developments Survey
b Value ofpivot not included in per acre value.
Figure 4. Typical Percentage Value Adjustments in
Price Per Acre for Quality Differences, By Tlpe of
Land, Nebraska,2001.
Low Grade Average Grade High Grade
. % Value Discount
I YPe of Land 
-30 -2s -20 -l5 .io -s
% Value Premium














Source: 2001 UNL Nebraska Farm Real Estate Maket Developrnents Survey.
Factors Impacting Recent
Agricultural Land Markets
Each year, tNL repofter panel
members are asked to rate the relative
influence of a varietl'of market forces
on the agricultural real estate market in
their area. Using a rating scaie from 1
(strongly negative) to 5 (srrongly
positive) with 3 being essentially no
impact upon land values. reporters gave
their opinions about i 8 drfferent
factors. Their responses in the 2001
survey are presented iri Figure 5.
For 12 of the 18 factors. the average
rank was greater than 3.0, meaning
these elements had a perceived upward
influence on agriculrurai iand values.
The remaining 6 were ranked below
3.0, which meant reporters saw these
as dampening current land values.
On the upward side, purchase for
farm expansion was ranked as the
most significant element, followed
closelyby"1031 tax exchanges and
non-farmer investor interest. All of
these factors represent continuing
interest on the demand side of market
despite the rather anemic agricultural
economy. The farm size expansion
and consolidation process in
production agriculture continues
unabated, meaning that there
continues to be potential buyers in
the local market looking for add-on
units. The tax-avoidance
opportunities associated with the
exchange provisions ofthe current
tax code tend to heighten buyer
interest among farmer and non-
farmer groups as well.
Figure 5. Reporters' Rating of Factors lntluencing
Agricultural Land Values in Theu.{reas of \ebraska,tto**'0"' 
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: 2001 UNL Nebraska Farm Real
Also ranked high on the upward side of the market was federal farm program policy, which reporters
from across the state saw as very significant in recent months. Many reporters commented that they
saw the farm program payments essentially providing a floor under the current agricultural land
market, without which cropland values would have surely declined significantly over the past year. In
essence, these paynnents have been capitalized into the current value of cropland.
Given the scheduled expiration of the current farm bill in2002, there is currently greater uncertainty
over the role of farm programs in the future. Even in 2001, the political potential of payrnent levels
being similar to those of the past few yea"rs appears remote. Never-the-1ess, reporters in early 2001 did
not see this future uncertainty dampening the market.
Several other factors \ /ere observed as having some upward influence upon agricultural land values in
early 2001, including a cluster of financial elements. Credit availability and favorable interest rates
along with financial strength of current owners all help to maintain land values-a pattem quite
different from that experienced in the 1980s.
As wouid be expected, current crop prices \^,as seen as one of the most dampening factors on current
land values. When per-bushel prices for the major crops do not cover the realistic costs of production
over an extended time period, the land market rvill tend to respond with lower bid levels.
Characteristics of Actual Sales During 2000
ln addition to providing benchmark assessment of market conditions as of the first of the year, the
IINL reporter panel is also asked to provide some detailed information on actual agricultural land
sales which have occurred in their area dwing the previous year. They are asked to provide this for
sales they deem as being arms-length and typical of sales for their locality. ln the Februar;'2001
survey, reporters provided information on 420 transactions which occurred dwing 2000. ln total, these
sales constituted nearly 153,000 acres of agricultural land sold in Nebraska during the year. Given the
fact that only three percent or less of the total land base is sold in any given year, this sample of 420
sales essentially represents more than 10 percent of all agricultural land sold during 200G-a sample of
sufficient size to provide a realistic perspective of the specific nature of the market and the
participants.
The physical and financial characteristics of the year 2000 transactions show considerable variation
across the state (Table 3). Average size of tract sold varied from 130 acres in the East District to more
than 1,600 acres in the North District. Correspondingly, the bulk of the land transferred in the eastern
region is cropland, much of which is irrigated; while pasture (grazing land) constitutes most of the
land transferred in the northern area. Regardless of area of the state, however, the vast majority of
transfers represent parcels rather than whole farms or complete ranches.
Even though it is a market of parcels, the dollar magnitude of the transactions is t1pically
considerable. During 2000, the average price of the tracts sold in the state was more than $280,000. In
every region, the average sale price exceeded $200,000.
Eir
Table 3. Land Characteristics of Agricultural Real Estate Transactions in 2000, by Agricultural










































































SOURCE: Based on 420 transactions which occurred across Nebraska during 2000 and reponed i- +.' rfr-t ML
Nebraska Farm Real Estate Market Developments Survey
In light of the dollar magnitude of the exchange, it is somewhat surprising to see that nearly half of
the transactions (46 percent) represent cash purchases where no borro\\'ed monev is involved (Table
4). Despite the dollar size of these transactions as well as the crurentl)' far orable credit conditions,
only 51 percent of the 2000-year transactions involved mortgage financing. This would tend to imply
that buyers in the market tlpically have considerable financial resources to make these purchases. In
some cases, these cash purchases occur via the "1031" tax exchanges \\-here a parcel is previously
sold and the cash proceeds reinvested in an agricultural land parcel to defer capital gain taxes. In other
instances, the cash purchases are those of outside investors diversifiing some of their existing
investment portfolio by purchasing for cash an agricultural parcel. Hou'er.er. many of the cash
purchases still are basically purchases by active farmer buyers for add-on purposes only and not
driven by tax or investrnent diversification reasons.
Table 4. Types of Financing
icultural Statistrcs ln a.
Financing of Purchase
Agrlculturar u




Associated with Agdcultural Real Estate Sales in 2000, by

























































420 trr*actions which occurred across Nebraska during 2000 and reported in the 2001SOURCE
Market Developments Survey
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The fact that a considerable portion of the current agricultural land market involves equity financing
infers that general credit conditions in the U.S. economy are not as influential on the market as they
once were. ln the early 1980s, for example, nearly 80 percent of the acquisitions involved debt
financing with typically no more than 20 to 25 percent of equity as a down payment. In other words,
60 to 65 percent of the dollar volume of transactions in that era represented buyer debt-a situation
which then evolved into considerable financial vulnerability and the eventual land market collapse of
the mid-1980s. ln contrast, today's purchases with hardly more than half involving any debt financing
at all-and those which do having tlpical equity down paynents of at least 40 to 45 percent*results in
total debt incurred being no more than20 to 25 percent of the total dollar volume of sales. In other
words, debt leveraging associated with agricultural land purchases has essentially been reduced to less
than half of what it was two decades earlier.
Of the transactions reported for the year 2000 by the IINL sun'e,v panel, the seller characteristics were
basically similar to those of recent years (Table 5). Estate sales continue to represent about a third of
the sales, reflecting the fact that much of agricultural real estate is basically owned for a life-time and
even beyond. Sales by non-farmers also accounted for about a third of the transfers in 2000, many of
which represent sales of inherited land by heirs whose ties to the land have been diminished by time,
distance, and other interests; and therefore see fit to liquidate their holdings.
Active farmers do represent a seller goup; but their presence on the selling side of the market
continues to be rather modest. More tlpicalil'. active farmers. if thel'sell iand at all, will liquidate
land holdings at time of retirement.
Table 5. Percent Distribution of Agricultural Real Estate Transactions in 2000 by Seller Type, by




























































SOURCE: Based on 420 transactions which occurred across Nebraska during 2000 and reported in the 2001 LINL Nebraska Farm Real Estate
Market Developments Survey.
On the buying side of the market, the large majority of purchases in 2000 were by active farmers
(Table 6). More than three out every four purchases were reportedly made by active farmers, in most
cases for the purpose ofexpanding the acreage base ofan existing operation.
In recent years, the proportion of purchases by active farmers had been gradually decreasing from
levels of 80 percent or more of the purchases in the early 1990s to less than 70 percent in 1999. Thus-
the results for the year 2000 tend to reinstate the fact that active farmers still are pacing the demani
11
Ii .urifl
side of the market. To be sure, other buyer interest exists to some degree in virtually every local
market across the state, particularly if there are additional non-agricultural uses associated with the
land offerings. But, that aside, we are still in a general market that is agriculturally-based and
essentially driven by agricultural producers who are accumulating far more land than they are
liquidating (Figure 6).
Table 6. Percent Distribution of Agricultural Real Estate Transactions in 2000 by Buyer Type, by
































































SOURCE: Based on 420 transactions which occuned across Nebraska during 2000 and reported in the 2001 UNL Nebraska Farm
Real Estate Market Developments Survey.








Cash Rental Market Conditions For 2001
Each year UNL survey reporters provide estimates of current-year cash rental rates for the land classes
and the associated ranges ofthese rates for their respective areas. These averages and ranges are
presented in Table 7 with the long-term historical series in Appendix Table 6.
The 2001 per-acre cash rental rates are generally similar to those of the past few years. Some modest
movements-both upward and downward-can be observed without a discernible directional trend.
Irrigated cropland rents were up 3 to 5 percent from year-earlier levels in the Northeast, Central, and
Southeast Districts; while little or no change was observed elsewhere.
t2
Table 7. Reported Cash Rental Rates for Various Types of Nebraska Farmland: 2001 Averages












































































































































































Type ofland Agricultural Statistics District
Northwest North Northeast lCentrall East I Southwest I South I Southeast
Dollars Per Acre
'SOURCE: Reporters' estimated cash rental rates ftoth averages and ranges) from the 2001 UNL Nebraska Farm Real Estate Market
Developments Survey.
b lnsufficient number ofreports.
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Reporters pointed out that demand for cropland to rent for cash remains strong in their localities-
a clear reflection ofthe ever-present farm size expansion and consolidation process going on
across the state. Because of this keen demand, there was little evidence of negotiating 2001 rents
downward, despite the fact that cash rent tenants are facing higher input costs (energy and
chemicals) as well as the potential for significantly-reduced federal farm program payments in
2001.
The reported ranges in the cropland rents as evident in Table 7 reflect the quality ranges for values
in Table 2 andFigure 4. Rents at the high-grade end are t1pically 15 to 20 percent higher than the
area averages; while the lower range of rents is usually from 20 to 30 percent below the averages.
Pasture rents on a per-acre basis were unchanged in five of the eight regions for 2001 while
showing a three to four percent increase in the other three regions. Hou'ever. on dollar per animal
unit month (ALIM) basis, rates were up five percent or more in half of the regions, while
maintaining the levels of 2000 in the other areas (Table 8 and Appendix Table 6). Demand for
forage across the range areas of the state has remained keen as cattle numbers have been
maintained and the market for feeder cattle has been profitable. Moreover. coming out of a
drought period across a substantial area of Nebraska in 2000 implies the need for cattlemen in
some areas to run lower stocking rates this year to allow grazing land to fu1l1'recover; thus adding
to the demand side of the pasture rental market.
Table 8. Reported Cash Rental Rates for Pasture on a Monthll' Rate Basis for 2001:
Nebraskau









12.20 16.00 15 .7 s 15.70 b 1 5 .20 b
High..... 1s.50 19.35 19.35 18.45 b






















'SOURCE: Reporters' estimated cash rental rates (both averages and ranges) from the 200i L\L Nebraska Farm
Real Estate Market Developments Survey.
b Insufficient number of reports.
' A 1,000 lb. cow with small calf at side grazed for one month during the normal usage season.
The 2001 reporter panel provided estimates of current monthly rates for cow-calf pairs (a 1,000
pound cow with small calf at side) which is considered to be an animal unit. Thus, the monthly
rate for cow-calf pairs represents the AIIM rate. The average rates for cow-calf pairs ranged from
A and b cultural Statistics Drstnct in r
Type of Land Agricultural Statistics District
Northwestl North I Northeast I Central I East South*'est I South I Southeast
---- DollarsPer Month
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$19.65 in the Northwest District to $25.10 in the North District. With the exception of the
northwest, the average rates in the major range areas of the state were in the $24 to $25 level for
2001.
Within each district, the reported ranges between low and high rates were rather
substantial-generally 57 to $9 per AUM. These variations may reflect two factors. First, rates do
not always get renegotiated annually; and therefore those reported at the lower end of the range
may often be arrangements made several years previously and obviously in need of some
adjustment. Second, rates at the higher end of pasture rental range may often reflect a negotiated
rate for additional services provided be the land owner, such as daily oversight of the herd,
livestock minerals, checking and maintaining perimeter fences, etc. These services are beyond the
more norrnal pattern of owner obligations which essentially calls for covering the cost of
maintaining water supplies and adequate perimeter fencing. Consequently, the AtA4 rates of $29
to $30 may often have a $5 component of additional non-land services provided by the landowner.
For stocker cattle of 500 to 600 pounds, the average monthly rate for the 2001 grazing season was
usually in the S 1 5 to S 16 range. For reasons, that are not entirely clear, the reported rate in the
Northwest District is (like corv-calf pairs) about 20 percent lower.
2001 Gross Rent-To-Value Ratios
As part of the survey process on rental conditions, L\L panel reporters also provide associated
current land value estimates with the rental averages thel'suppll'. This allou's the calculation of
gross rent-to-value ratios for the various land classes across the state. This measure provides one
indication of the relationship of economic returns to the asset value. The 2001 rent-to-value ratios
exhibit a wide range across the land classes and geographic areas of the state (Table 9). Irrigated
land, particularly center pivot irrigated land, tends to have a fairly high ratio of rent to value,
reflecting the fact that owners must absorb the costs of depreciation on the irrigation system as
well as other ownership costs associated with irrigation. For dryland cropland and grazing land,
the owner costs, aside from property taxes, are minimal; and therefore the rental market will tend
to generate a somewhat lower gross rent relative to the land asset's value.
The usefulness of the gross rent-to-value ratio is in the ability to use it for estimating either the
unknown rental level or the unknown market value of a particuiar agricultural parcel. For
example, a particular centff pivot irrigated property in the Central District has a current market
value of $ 1 ,7 50 per acre and the expected gross cash rent is unknown. On the basis of the gross
rent-to-value ratio of 7.8 percent (from Table 9), the implied cash rent one could expect from this
property would be $137 per acre (Rent : .078 x $1,750). Conversely, to illustrate the estimation of
value,assume a dryland cropland parcel in the South District is commanding a competitive cash
rent of $54 per acre, but the market value of this property is unknown. Again, using the gross rent-




Table 9. Reported Cash Rental Rates, Associated Estimates of Value, and Gross Rent as a
Percent of Market Val re bv Tvoe of Land and Asncultural Staflsttc I)rstnct, Z
Agricultural Statistics District and
Type of Land
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" So*..2001 Lf-NL Nebraska Farm Real Estate Market Developments Survey.
b Average values given by reporters for the land on which their cash rent estimates were made.
' Value of the pivot included in the value per acre.
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ln somewhat similar fashion, the gross rent-to-value measure can serve to assess agricultural land
in a more macro (aggregate) sense as weil. Given these relationships observed across the state, it
is possible to frame the general relationship of current cash rental rates to value levels in some
systematic way; and, in turn, move toward a basis of value estimation.
Market-Derived Net Rates of Return
Each year, the LNL reporter panel provide their estimates of the average percentage net rates of
return for the basic agricultural land classes given current values. This rate is the annual expected
per acre income return to the land owner (after property taxes and all other owner-related
expenses are subtracted) divided by current average value per acre. Using the vemacular of the
financial world, this is ROA (return on assets). In the terminology of agricultural real estate
appraisal, this is referred to as the market-derived capitah zation rate; since it is based upon the
estimated annual net income flows associated with recent market sales. Any capital gains (or
losses) accruing to the real estate parcel are not included in this estimate.
The 2001 estimated net rates of rerurn and the historical series back to 1990 are presented in Table
10. The levels for the current vear are similar to those of the past two years-a reflection of a
relativeiy stable agricultural real estate market. And the pattern across the three land classes also
continues to show the rypicai historical relationship u'here the average net retums on irrigated
land are about one percentage point above dry'land cropland refurns which, in turn, are about one
percentage point above grazing land refurns.
The gradual downward trend of net rates of return since the early 1990s is prevalent across all
classes ofland and geographic areas. Over the past 10 to 12 years, agricultural land values have
appreciated at rates faster than land earnings, leading to this gradual decline in observ'ed net rates
of return.
The obvious question to raise is this: why have buyers been willing to accept somewhat lower
rates of return on their investment, at least in the short run? Particularly if other investment
opporhrnities of similar or even less associated risk are yielding higher rates of return than returns
to agricultural land, why would the rational person accept less on a farmland purchase? There are
likely a number of factors contributing to this, including:
-The preponderance of agriculrural tracts being bought as add-on units by active farmers who areexpecting to get somewhat higher economic returns from the parcel by spreading their fixed costs
over more acres, using more efficient farming technologies, etc.
-The tax-exchange options which may lead to price premiums on some parcels in the market
which, in tum, may lower the overall expected per acre net rate of return.
-Non-agricultural uses and benefits associated 
with agricultural land that carry the negotiated




Table 10. Estimated Annual Net Rates of Return by Type of Land and Agdcultural Statistics
District. 1990-2001."b
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-A turbulent stock market in recent years. Agricultural land, with its relatively stable values andannual retums, can be competitive with those higher-yielding but far riskier investrnent
alternatives.
-The cautious optimism among agricultural land buyers that longer-run retums will eventuallyjustify the prices paid in the short run.
When these and other forces come into the local land market on both the demand and the supply
sides, it is inevitable that the net rate of economic retum to agricultural land will tend to be pushed
downward.
Specific calculations of typical net rates of retum have also be constructed for selective land types
across the state (Table 11). Tlpical land owner expenses are subtracted from gross cash rents to
calculate net returns and the inferred level of mortgage debt which those returns could service. As
illustrated on line 9 of the table, the percentage rates of retum calculated here are somewhat lower
than reporter estimates in the previous table; however, the pattern across land types and
geographic area of the state does show some similarity. The reason for lower levels may reflect
the inclusion of larger expenses, particularly in the case of irrigated land where annual
depreciation and insurance on irrigation equipment is factored in. Such costs tend to be
overlooked at times by market participants-the result being that the true residual retums to
agricultural land may actually be even lou,er than what market-derived capitalization rates
suggest.
It is important to note that given typical cash rents and ouner expenses, today's net returns w,ill
service rather modest levels of debt. For virtuall1,'all qpes of land. the debt-sen-icing capacity is,
at best, less than 50 percent ofpurchase price and even as lou, as 33 percent ofpurchase price.
In short, the level of expected retums to agrieultural land will preclude the ertensive use of debt
financing and dictate a market of potential buyers with sufficient cash resources to participate.
UNL Survey Reporter Expectations For 2001
ln February 2001, the survey reporters were asked to look ahead for the calendar year and give
their professional opinions regarding 2001 market activity and value trends. The vast majonty, Tg
percent, saw little or no change in the number of tracts offered for sale during the year (Table 12).
However, there was one notable difference, the Southwest District, where half of the survey
respondents looked for some increase in market activity over 2000 levels. Their comments
suggested that drought conditions had slowed market activity over the previous year, and 2001
was likely to rebound to more normal levels of market activity.
As for agricultural land value changes in 2001, two-thirds of the reporters were looking for very
stable value levels with only very minor value adjustments either way (Table i3). ln some
districts, the percentage of reporters expecting some value movements was higher, but there also
the more general opinion was for a relatively stable pattern. Value changes, if expected, were
approximately 5 percent in either direction.
In sum, the general outlook of UNL reporters was for some continued stability throughout the year
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Table 12: Reporters' Beginning-Year Expectations of Market Activity for Agricultural land
During 2001 by Agricultural Statistics District in Nebraska "
Agricultural Statistics District
Relative to 2000, reporters expecting the number of
agricultural land kacts offered for sale in 2001 will:



































Source: 2001 UNL Nebraska Farm Real Estate Market Developments Survey.
For those expecting an increase, the average expected increase was 5.1 percent.
For those expecting a decrease, the average expected decrease was 10.0 percent.
Table 13: Reporters' Beginning-Year Expectations of Agriculrural Land Value Changes
During 2001, by Agricultural Statistics District in Nebraska "
Agricultural Statistics District
Reporters expecting the average value of agricultural






































Source: 2001 L|NL Nebraska Farm Real Estate Market Developments Suwey'
For those expecting an increase, the average expected increase was 5.3 percent.
For those expecting a decrease, the average expected decrease was 4.6 percent.
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Inventorying Nebraska's Irrigation Acres
With much of the state lying over the Ogallala Aquifer, Nebraska has a valuable irrigation
endowment. According to USDA's 1,997 National Resources lnventory, Nebraska has more than
7 million acres of irrigated cultivated cropland. Only one other state, Texas, has more cultivated
cropland; and that state has been experiencing a steady decline in irrigated acres over the past
quarter century.
While the economic significance of irrigation to the state's agricultural economy seems obvious,
it is somewhat surprising to find no clear consensus as to how many acres are really under
irrigation. Nor has there been any definitive information on the acreage distribution by type of
irrigation system.
The 1997 Census of Agriculture, a source used extensively for benchmark analysis of the
agricultural production sector down to the county level, indicates Nebraska has a total of 6.94
million acres of irrigated land; while Nebraska Agricultural Statistics Service estimates a total of
8.1 million acres that have wells or ditch water available and could be irrigated if conditions
warrant. Finally, the USDA's 1997 National Resource Inventory, which classifies the acreage
base across all states, placed Nebraska' cultivated cropland at7.42 million acres with an
additional 352,000 acres of non-cultivated irrigated cropland (such as irrigated forage
production.)
So which data base is the most accurate one? Just w'hat is a reliable estimate of Nebraska's
irrigated acreage? Moreover, horv is this acreage distributed geographically across Nebraska
counties and how is the acreage distributed across the various types of irrigation being used?
With these questions in mind, we attempted to constmct a realistic inventory of irrigated acres in
Nebraska by tlpe of water distribution system.
The method involved starting with Nebraska Department of Revenue's county-level totals of
privately-owned irrigation acreage on the property tax roles for the 1999-2000 assessment year.
Since this series is the data base used for the assignment of assessed value, and hence, property
taxes, we believe it represents an accurate acreage amount. To this was added estimates of
publically-owned irrigation acreage not on the tax roles which were obtained from the Nebraska
Board of Educational Lands and Funds and the University of Nebrska-Lincoln. When combined,
the state's irrigated acreage totals nearly 7.4 million acres distributed across the eight agricultural
districts as noted in Appendix Table 7. This irrigated acreage amount represents one third of the
State's cropland acreage.
Once a reliable benchmark estimate of total irrigated cropland was determined, the next task was
to identify the distribution of that acreage by tlpe of system used. More specifically, we wanted
to estimate the ertent of center pivot technology being used and the acreage that it represented.
This technology, which was invented here in Nebraska and developed over the past half century,
has literally transformed irrigation agriculture in the state as well as the world over. Not only has
it opened up lands which would otherwise not be irrigable, but it has also greatly enhanced water
I
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use and other input efficiencies on land that was previously gravity irrigated. As a result,
thousands of Nebraska's irrigated acres are being converted each year to center pivot systems.
Unfortunately, detailed acreage statistics on center pivot systems and associated acres are not
available. Hence, we relied upon the IINL's Conservation and Survey Division's satellite
imagery of the State which reveals the center pivot circles in graphic detail. Using the satellite
map for 1997, the latest one available, we were able to develop county-level center pivot acreage
estimates. These were then reconciled against our previously-developed irrigated acreage totals,
and the final center pivot acreage estimates made.
As can be seen in Appendix Table 7, center pivot irrigation is the primary system being used in
Nebraska, accounting for more than 4.6 million acres and approaching two-thirds of our irrigated
land base. A quarter century earlier, that amount was only one third. If conversion of gravity
irrigated land to center pivot continues at the rate of recent years as well as some dryland
cropland being developed with center pivot technology, as much as 70 percent of Nebraska's
irrigated acreage could be under center pivot systems by the year 2010.
The implications of the above are for much more than state's braggrng rights. Nebraska's
irrigated land base represents a most vital resource that will increasingly become the envy of a
water-deficit world. Moreover, the fact that the bulk of that acreage is using an irrigation
technology that is water efficient and complementary to precision agricultwe, we can be more
assured of its sustainability into the future.
24
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o SOURCE: Farm Real Estate Historical Senes Data: l95O-92, USDA, Economic Research Service, Sta. Bul. No. 855, May i993 and earlier reporrs
as well as recent issues annua'lly by Economic Research Service, U.S. Department of Agnculture
Preliminary estimates.
27























































































































































































































See footnotes at end oftable. 28














































































































































































' Revisedfromseriesreportedinearlierreports. ReferstoyearendingMarch I foryearspriorto 1976;yearendingFebruary 1 foryears 1976-1981;year
endingApril I foryears 1982-1985;yearendingFebruary 1,1986-1989;yearendingJanuary l, 1990-1994;mid-year lgg5-lgg1.andyearending
. 
January 1,2000.0 Computed by dividing the average value per acre by the 1st Quarter GDP Price Deflator and multiplying by 1 00.t Preliminarv estimate.d Aposrtivevalueentryinthiscolumnrepresentsarealincreaseinassetvaluefortheyear(i.e.,therateoflandvalueappreciarionexceededthegeneral
rate ofinflation for the U.S. economy). Conversely, a negative value entry represents a real decrease in asset value.
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Appendix Table 3. Nominal and Deflated Agricultural Land Values by Selected Types of Land in Nebraska,1978 to 2001.'









































































































































































































































































" f,ebruury l st estrntates reported in the UNL Neblaska liarnr Real Estate Markct l)cvcloprncnts Survcys.l' ('orlputed by dividing the average value per acle lry thc I st QLrarter (lross l)onrcstic l)r icc (( iDP) I)e{lator and nrultiplying by I 00c l)ivot not includcd in pel acrc valuc.
Appendix Table 4. Average Reported Value of Nebraska Farmland for Different Types of
Land by Agricultural Statistics District, 1978-2001."
- Dollars Per Acre
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See footnotes at end oftable.
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See footnotes at end oftable.
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Appendix Table 4. Average Reported Value of Nebraska Farmland for Different Types of
Land by Agricultural Statistics Districf 1978-2001."
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Appendix Table 4. Average Reported Value of Nebraska Farmland for Different Types of
Land by Agricultural Statistics District, 1978-2001."
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Appendix Table 4. Average Reported Value of Nebraska Farmland for Different Types of
Land by Agricultural Statistics District, 1978-2001.^
- - Dollars Per Acre
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Appendix Table 4. Average Reported Value of Nebraska Farmland for Different Types of
Land by Agricultural Statistics District, 1978-2001.'































































































































































































7\gd1.107 t.747 r.060 1.143
February lst estimates reponed in the annual UNLNebraska Farm Real Estate Market Developments Surveys.
Pivot not rnciuded in per acre value.
Weighted average based upon acreage in each land type.
All land average for state may nol conform to USDA series due to different acreage weighting. In addition, the USDA senes includes farm
buildings in its per acre estimates of value.
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Appendix Table 5. Historical Per Acre Value Range for Different Types and Grades of Land in Nebraska by
Agricultural Statistics District, 1996-2001. "
v
District antl Type of Lanrl Low Grade I High Grade
t996 1997 1998 1999 2000 2001 | 1996 1997 1998 1999 2000 2001
Dollars Per Acre
Northrvest:
Dry Crop (No in. pot.)r







Dry Crop (No irr. pot.)







Dry Crop (No irr. pot.)







Dry Crop (No irr. pot.)
Dry Crop (ln. pot.)
Grazing ('l illablc)











275 235 220 225
380 360 335 335
120 130 140 140
100 95 105 105
250 230 235 255(r50 600 600 585








250 275 2'15 270
375 400 415 360
200 2t0 215 230
130 l3s 140 160
245 250 280 240
850 890 900 900
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Appendix Table 5. Historical Per Acre Value Range for Different Types and Grades of Land in Nebraska by
ricultural Statistics District, 1996'2001. ^
- Dollars Per Acre
East:
Dry Crop (No irr. pot.)







Dry Crop (No irr. pot.)







Dry Crop (No irr. pot.)
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' Source: (lNI- Nebraska Farnt Real Estate Market Developntents Surucysl' I)ivot nol irrclLrded in per acre valtte.
District and Type of Land High Grade
1997 t998 1999
t
Appendix Table 6. Historical Average Cash Rental Rates of Nebraska Farmland for




























































- - Dollars Per Acre
60 43 68 35 38 s5
67 38 7t 34 38 60
63 43 66 25 41 s]
63 41 72 29 44 57
55 38 65 26 40 50
52 29 58 25 35 45
55 29 58 23 35 45
58 35 62 25 38 48
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Appendix Table 6. Historical Average Cash Rental Rates of Nebraska Farmland for
Different Types of Land by Agricultural Statistics District, 1981-
2001.,
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Appendix Table 6. Historical Average Cash Rental Rates of Nebraska Farmland for
Different Types of Land by Agricultural Statistics District, 1981-
2001.,
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Appendix Table 6. Historical Average Cash Rental Rates of Nebraska Farmland for
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Appendix Table 6. Historical Average Cash Rental Rates of Nebraska Farmland for
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Agricultural Statistics District
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Appendix Table 6. Historical Average Cash Rental Rates of Nebraska Farmland for
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Appendix Table 6. Historical Average Cash Rental Rates of Nebraska Farmland for
Different Types of Land by Agricultural Statistics District, 1981-
2001.,
Northwest North Northeast Central Southwest Southeast
- Dollars Per AUM














































































































































































2000 r 8.2s 23.1s 23.80 23.80 22.s0
2001 1 9.65 25. 10 23.40 24.45 24.00
24.50 22.00
2s.00 22.20
Reporter's annual estimates of cash rental rates in the annual UNL Nebraska Farm Real Estate Market Developments Survey Senes,
Insuffi cient number of reports.
Animal unit month (AUM) refers to sufficient forage capacity to sustain an animal unit for one month during the normal range
season. Animal unit is defined by the Society of Range Management as: a mature cow approximately I ,000 pounds, either dry
or with calf up to six months of age, or the equivalent based on a standardized amount of forage consumed.
Agricultural Statistics District
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Appendix Table 7. Land in Farms and Irrigated Acreage Data by County and
Agricultural Statistics District, 2000.
Irrigated Cropland
County and
District Center Pivotb Other" Total"
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Appendix Table 7. Land in Farms and lrrigated Acreage Data by County and
Agricultural Statistics District, 2000.
County and
District Center Pivotb Total'
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Appendix Table 7. Land in Farms and Irrigated Acreage Data by county and
Agricultural Statistics District, 2000.
County and
District Center Pivotb Total"






























































































82,100 95,000 177,r00 91,973
42,500 51,050 93,550 75,956
21,500 33,050 54,550 191,378
21,100 60,000 81,100 60,608
39,200 40,700 79,900 106,420
78,500 41,400 119,900 64,265
82,600 156,100 238,700 29,394
31,000 21,200 52,200 118,381
398,500 498,500 897,000 738375
81,500 108,150 189,650 79,146
123,200 63,300 186,500 123,314
34,100 12,200 46,300 339,491
33,900 24,500 58,400 166,'712
8,100 4,850 12,950 130,854
2,600 100 2,700 184,458
21,300 33,600 54,900 163,275
3,300 500 3,800 276,869
450 50 500 139,216
1,900 150 1,950 233,015
42,t00 47,500 89,600 187,426
80.800 37,850 118,650 141,224



































































NEBF.ASId.A 4,601,500 2,774,450 7,381,950 11,716,092 25,241,266 1,186,106 45,525,414
" Summation of land in this category on the 1999-2000 property tax values plus estimated publically-owned agricultural land (in
this category) by county.
b County estimates of center pivot acreage derived from UNL Conservation and Survey Division's satellite imaging of the state for
1997.
' The acreage residual after subtracting the center pivot estimates from the total irrigated acreage for each ofthe respective counties.d The acreage residual after subtracting the total acreage in inigated cropland, dryland cropland, and grassland from the total land
in farm acreage for each ofthe respective counties.
' Source: USDA, National Agricultural Statistics Service, 1999 Census of Agriculture - Nebraska State and County Data.
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